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EO 11652: N/A 
TAGS: ETRD, CE 

SUB J : COMMONWEALTH PREFERENCES GRANTED BY SRI LANKA 
REF: (A) STATE 111968 (B ) PRETORIA 2218 

1. SUMMARY: SRI LANKA MAINTAINS SYSTEM OF PREFERENCES 
FOR COMMONWEALTH COUNTRIES, INCLUDING THE DEVELOPED 
MEMBERS, BUT POLICY DECISION HAS APPARENTLY BEEN TAKEN 
TO ABOLISH THEM. THIS WILL REPORTEDLY BE ANNOUNCED 
PUBLICLY DURING GATT NEGOTIATIONS. GIVEN SRI LANKA'S 
IMPORT RESTRICTIONS ON ALL BUT MOST ESSENTIAL 
PRODUCTS, THE PREFERENCES DO NOT HAVE SIGNIFICANT 
EFFECT ON U.S. TRADE. END SUMMARY. 

2. SRI LANKA TRADITIONALLY HAS GRANTED PREFERENCES 
ON CERTAIN IMPORTS FROM COUNTRIES WITHIN 
COMMONWEALTH (INCLUDING EX-MEMBERS IRELAND AND 
SOUTH AFRICA AS WELL AS UK. CANADA. AUSTRALIA, AND 
NEW ZEALAND) IN RETURN FOR SIMILAR PREFERENCES 
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FOR ITS EXPORTS. NOW, AS RESULT OF VARIETY OF 
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DEVELOPMENTS, PARTICULARLY UK ENTRANCE INTO THE 

EEC, WHITTLING DOWN OF PREFERENCES GRANTED TO 

SRI LANKA, AND INTRODUCTION OF GENERALIZED PREFERENCE SCHEMES 

FOR DEVEOPING COUNTRIES, GSL HAS DECIDED THERE IS NO 

LONGER RATIONALE FOR CONTINUING ITS OWN PREFERNCE 

SCHEME. GSL DEPARTMENT OF COMMERCE OFFICIAL TELLS 

US THAT DECISION HAS BEEN MADE TO ABOLISH SYSTEM, 

AND WILL PRESUMABLY BE ANNOUNCED AS "CONCESSION" 

BY SRI LANKA AT SOME STAGE DURING GATT 
NEGOTIATIONS. 

3. PREFERENCES COVER SOME ITEMS IN ALMOST ALL OF 
99 CATEGORIES IN THE TARIFF SCHEDULE BUT ARE 
CONCENTRATED MORE IN MANUFACTURED GOODS THAN 
PRIMARLY PRODUCTS; OVERALL AROUND 20 PERCENT OF 
PRODUCTS LISTED IN SCHEDULE ARE CURRENTLY SUBJECT TO 
PREFERENTIAL RATE OF DUTY. USUALLY THE 
PREFERENTIAL RATE IS 10 PERCENT (OCCASIONALLY 5 
PERCENT) LESS THAN GENERAL FIGURE. 

4. WITHIN FIVE CATEGORIES WHICH LAST YEAR ACCOUNTED 
FOR 2/3 OF SRI LANKA'S IMPORTS (CEREALS, MILLED 
CEREALS, MINERAL FUELS, FERTILIZER, AND SUGAR), 

PRODUCTS SUBJECT TO PREFERENTIAL GJTES WERE 
NEGLIGIBLE PERCENTAGE (LESS THAN 1/10 OF ONE PER- 
CENT BY VALUE). HOWEVER, 1969 GSL STUDY ON IMPORT 
OF PREFERENCES SHOWED THAT 12 PERCENT OF IMPORTS 
FROM AUSTRALIA BENEFITTED FROM PREFERENCES AS DID 

6 PERCENT OF THOSE FROM CANADA (BREAKDOWNS FROM 
OTHER DEVELOPED COUNTRIES AND LATER FIGURES NOT 
AVAILABLE). 

5. WHILE NUMBER OF ITEMS TECHNICALLY SUBJECT 
TO PREFERENCIAL SUBSTANTH 

IPF ### 

PD W VEW CWPUPACT###IS 

CONSIDERABLY LESS, BECAUSE OF SEVERE LIMITATIONS ON 
IMPORTS DUE TO GSL'S CHRONIC LACK OF FOREIGN 
EXCHANGE. CONSIDERING TOTAL AMOUNT OF SRI LANKA 
TRADE, PREFERENCES AS THEY NOW EXIST WOULD NOT 
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SEEM TO HAVE SIGNIFICANT EFFECT ON U.S. TRADE. WE 
WILL CONTINUE TO INQUIRE ABOUT TIMING OF PLANNED 
FINAL WITHDRAWAL OF PREFERENCES. 

6. DETAILED STATISTICS AS REQUESTED FOLLOW BY 
AIRGRAM. 

7. FOR PRETORIA: WE HAVE NOT RECEIVED SEPTEL 
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MENTIONED IN PARAGRAPH 5, REFTEL B. PLEASE TRANSMIT 
TO COLOMBO. 

VAN HOLDEN 

NOTE BY OCT: ### AS RECEIVED; CORRECTION UPON REQUEST. 

LIMITED OFFICIAL USE 
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